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TAXATION, TEACHERS' SALARIES, AND COST OF 
EDUCATION 



H. C. MORRISON 
School of Education, University of Chicago 



There are signs, and not a few, that the cost of education is 
reaching the breaking point. There has probably been no period 
in our educational history in which there has been so much unrest 
within the public-school system as there is at the present time. Of 
course, much of the unrest is only part of the general reaction from 
the war period which is felt by the whole world. Some of it is 
directly traceable to war conditions — notably trials of teachers for 
alleged seditious utterances in the schoolroom, and the influence of 
war costs in living. But, on the whole, unsettled conditions were 
due anyway, and the war only served to put an extra strain upon a 
situation which was already under severe stress. By far the 
largest elements in the present situation seem to be two: first, the 
agitation and active organization centering around the salary ques- 
tion; and, secondly, the inclination of city councils and other 
branches of municipal government to endeavor to secure control of 
city school systems. While there is apparent not a little political 
self-seeking in both these phases of disturbance, both are on the 
whole, as I shall try to show, based upon an impossible economic 
situation, and both are at bottom abundantly justified. 

The salary question is not a new one. For many years, as we 
all know, it has been to the fore in most associations of teachers. 
Everybody who is likely to read this article is so familiar with the 
whole question that it would be superfluous to remark here upon 
the need and significance of a much better-paid teaching force. 

The other element is far from being so clear to most school 
people. We are, as a class, little inclined to look with tolerance 
upon the problems of city governments and are perhaps not fully 
aware of the situation in which many city governments are placed. 
It is becoming increasingly difficult to finance municipal operations. 
For a long period of years the municipality has been financially 
our shakiest governmental unit. The cities have been running in 
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debt for ordinary expenses and outlay to such an extent that the 
per capita indebtedness of 146 cities of over 30,000 population 
increased in the period 1903-17 from $44. 71 to $80 . 75. From 1903 
to 1915, the net indebtedness of these cities increased 140.7 per 
cent, while their populations increased 38.2 per cent, and the 
national indebtedness, 17.9 per cent. 1 

Now the municipal expenditure for schools is frequently in excess 
of one-third of the whole municipal expenditure, and the school 
department is often the one department over which the city govern- 
ment has no control. In spite of the fact that quarrels between 
city governments and boards of education are often the opportunity 
for the local politician to add the teaching force to his machine, 
still, at bottom, the city authorities have a very real grievance. 
They are responsible for efficient public service outside the school 
department, and they often behold that department securing all it 
can, leaving to them an inadequate residue of the municipal revenue. 

OUR SYSTEM OF SUPPORT IS ANTIQUATED 

The root of the matter seems to be that our system of revenue 
for schools is out of date and can produce neither sufficient money 
for teachers' salaries, nor sufficient income for public schools and 
other necessary municipal expenses. 

Municipal revenue is derived chiefly from taxes on property, 
and the amount of taxation which property can stand is a strictly 
limited matter. In 1917, the cities of the United States having a 
population of 30,000 or over collected 71.7 per cent of their aggre- 
gate revenue from property taxes, the variation running from 51.5 
per cent in Mobile, Alabama to 92.6 per cent in New Rochelle, 
New York. 2 The remaining sources of municipal income are 
licenses; fines, forfeits, and escheats; subventions; grants; gifts; 
earnings of municipal departments; highway privileges; rents; etc. 
In smaller municipalities, the receipts from other than property 
taxes are of course less and less as we descend the population scale. 
With the disappearance of the liquor traffic, a particularly impor- 
tant source of municipal revenue will disappear. 

Turning now to the sources of school revenue, we find that 77.5 
per cent is derived from local taxation, 15.45 per cent from state 



1 Financial Statistics of Cities, Bureau of the Census, 1917. 

s Specified Sources of Municipal Revenue, Bureau of the Census, 1917. 
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taxation, and 2.9 per cent from permanent funds and rents. The 
amount derived from state taxes largely originates in property 
taxation, so that it is probably a moderate estimate to conclude 
that 65 per cent or more of the whole support of the schools origi- 
nates in property taxation, and that of the remainder all but about 
3 per cent comes for the most part from taxes of some kind laid 
upon business or ultimately upon property. 

Now, our whole system of property taxation harks back to a 
time when property was almost the only expression of tax-paying 
ability. In the early days of the republic, corporations had not 
come into existence to any considerable extent, income from indus- 
trial earnings was small, salaries were of small consequence, inheri- 
tances were transmitted in the form of real estate and personality, 
which seldom included such items as stocks and bonds. If you were 
going to tax a man for the support of the government, you had to lay 
a tax upon his property, for that was all there was to tax. The 
assessors' lists often still contain items, the very names of which are 
no longer in common usage. 

It is no doubt true that wealth is still expressed in terms of 
property of some sort, but tax-paying ability is not. With the 
evolution of industrial society, income has come to be the best single 
expression of tax-paying ability. Not only is the incidence of the 
bulk of our state and local taxation upon property essentially 
unjust and undemocratic, but it is also an utterly inadequate basis 
for state and municipal revenue. As long as education is supported 
in the main by local taxation and local taxation is mainly laid upon 
property, we not only cannot place our salaries on a respectable 
footing, but we also cannot maintain the school enterprises which we 
already have — unless the municipality is going to curtail other 
strictly municipal enterprises, such as streets, police and fire depart- 
ment protection, local sanitation, local welfare and charity works. 
Cities cannot go in debt forever. Many a country town has already 
been brought to the point at which you could not afford to take the 
gift of the whole township in fee simply if you had to maintain its 
local responsibilities. It is a serious question whether or not the 
city is to pass through the same cycle. 

If this were an article on taxation, I might go on and point out 
the extreme difficulty of assessing taxes against property, the 
demoralization incident to estimating assessments, the injustice of 
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property taxation, the fallacies connected with the assumed rent 
and tax relation, the fatal burden laid upon rural as against city 
property, and so on, but space will not permit. 

LIMIT OF INCOME FROM PROPERTY TAXATION 

There is a limit to income from any form of taxation. The 
government holds no fairy's wand by which revenue can be created 
in unlimited quantities. But income from property taxation has 
already reached its limit in all but a few highly favored residential 
communities. 

Aside from inconsiderable sentimental values, property is valu- 
able only because of its actual or potential rent-paying capacity. 
If the government destroys its rent value by taxation, property 
tends to go out of existence. If your residence is taxed so much 
that the taxes added to the interest on the money invested, insur- 
ance, and depreciation make the rent unduly high, you sell out and 
either hire a house or go somewhere else. Perhaps you are forced 
to let the property run down. If you are renting property and find 
yourself in a falling market for rents together with high taxes — a 
coincidence which is very likely to occur — you either dispose of your 
property at a loss or allow it to deteriorate. If your flocks and herds 
are unduly taxed, you turn them into meat. If your standing timber 
is taxed too high, you cut it down and market it. If you are in 
business, you either secure tax exemption or an utterly unfair 
assessment — one of the two principal sources of municipal corrup- 
tion, by the way — or else you shut down, scrap the plant, and look 
for a more favorable location. 

So it comes to pass that in most communities a working balance 
is soon found, and taxes are laid as high as property will stand. 
What is this rate? It ranges practically between about 10 and 
16 or 18 mills on a full value assessment, whatever that may mean. 
Is there any guiding principle here? I think there is. When the 
basal rate of interest is about 4 or 5 per cent, and the net rental 
income from property exclusive of taxes is, let us say, 6 or 7 per 
cent, the local true rate may approximate 20 mills; but there will 
be trouble in that town. It cannot go over about 20 mills and stay 
there. It will ordinarily be much less. In other words, the local 
true tax rate in the long run will be such that it will not exceed the 
difference between the basal value of money and the prevailing net 
value of rent. 
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LIMIT OF SCHOOL REVENUE 

How much, then, can we expect for school revenue? 

The Bureau of Education reports that the school levy for the 
United States is 28 . 67 per cent of the total levy. The median for 
48 states is 30 . 33 per cent, and the most common group of percent- 
ages is that falling between 30 and 40 per cent of the total levy. 
Roughly speaking, about one-third of the total levy usually goes to 
schools, or from about 3 mills to not exceeding 6 mills; and that in 
the long run is all we can depend upon. We ought as school people 
further to realize that we must be "hard-headed" about this matter 
and to see clearly that people may be, and frequently are, so devoted 
to the cause of education that they may ruin themselves by what 
they raise for schools, and in the long run ruin the schools as well. 
On our traditional basis of taxation teachers' salaries will never 
be materially higher than they are now, and further, we have on that 
basis reached the limit of educational expansion. 



HOW SHALL WE DISTRIBUTE TAXATION? 

In the new era of federal, state, and municipal expenditures upon 
which we have entered, we shall undoubtedly be obliged to embark 
upon most major enterprises only in so far as they are themselves 
productive of tax-paying wealth, and we probably ought to derive 
the support of each such enterprise from the kind of tax-paying 
power which it creates. For instance: Street construction and 
maintenance in cities is always a legitimate charge upon property 
for it brings into existence tax-paying property which is ordinarily 
more than sufficient to pay the cost. Similarly, fire departments 
reduce insurance rates on property, and expenditures for state 
highways create an ample appropriate revenue. Health depart- 
ments, however, have their economic outcome, so far as tax-paying 
is concerned, in increased incomes. We have always contended that 
education increases income, or at least its foundation in productiv- 
ity, and we are demonstrably right. It would be hard to show that 
on the whole education tends to increase the amount of tax-paying 
property. It is hard to trace any direct tax-paying relation between 
the work of police departments, military activities, and similar 
protective agencies, which, after all, exist very largely because other 
governmental agencies fail. 
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INCOME TAXATION THE NATURAL SUPPORT OF EDUCATION 

Accordingly, it seems clear that in the future we should draw 
support for education from taxes on incomes, including the smallest 
incomes from which it is practicable to make collections. Not only 
are incomes the natural economic product of education, but in 
incomes and their correlated source, inheritances, there must always 
be an ample source of educational support as long as education is 
economically efficient. It is of course true that incomes must for 
many years to come be heavily taxed by the federal government to 
pay the war indebtedness, but to a very large extent the cost of 
financing of war indebtedness will be offset by interest payments 
made by the government to the same people who pay the federal 
income taxes. 

PROBABLE FUTURE COST OF EDUCATION 

The aggregate amount of money expended for education in the 
United States is ridiculously small, but it is inadequate, not because 
of any niggardliness of our people in the direction of education, but 
because of obsolete methods of taxation. The total revenue 
for public-school current expenditures appears to have been 
$633,900,833 and the total current expenditures $640,717,053. 1 
When we compare this expenditure with a total of about 
$2,750,000,000 for clothing, or well over $1,000,000,000 for tobacco, 
liquor, and confectioneries 2 we can have a little prima facie doubt 
of the ability and the willingness of the American people to support 
education. 

SALARIES 

The salary account ought to be well in excess of 70 per cent of 
the whole current expenditure, judging from good existing practice. 
On an adequate scale of salaries, the ratio will run up to 85 per cent 
or over. What then is an adequate salary scale? 

The answer is a difficult one and different people will doubtless 
arrive at their own conclusions in their own way. In the long run, 
salaries like everything else will adjust themselves according to 
some natural law. At present, the natural adjustment is simply 
giving us a woefully deteriorated teaching force. 

I suggest that the point of departure will have to be a minimum 
salary sufficient to maintain a well-educated and well-trained 



i Report of United States Commission, 1917, pp. 78 and 81. 
* Thirteenth Census. 
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woman in dignity and comfort with provision for comfortable retire- 
ment. On the scale of prices likely to exist in the future, so far 
as we can see, such a minimum salary will average for the United 
States not far from $1,200, for ordinary teaching positions. Simi- 
larly the average maximum for such positions will likely be about 
$1,800, with an average of about $1,500. This is written in full 
view of the following considerations : 

1. That economic conditions will not be uniform in different 
parts of the country; 

2. That there must always be an outlet for superior merit into 
salary classifications materially higher than the average maximum. 

If men are desired in the teaching service, first-class men with 
families will inevitably in the long run command higher salaries 
than first-class women — otherwise, they won't teach. Judging 
from college experience, the average salary for men teachers will 
not be far from $2,500, operating under the same conditions as 
salaries for women. 

If the foregoing reasoning is sound, we must expect a salary 
account, on the basis of existing teaching positions as shown by the 
United States Commissioner's record, of about $1,000,000,000 
annually, or a total current expenditure of approximately 
$1,250,000,000 annually. The expenditure for salaries shown by 
the report for 1917 is $345,000,000, which has of course been 
materially increased by salary increments under the stress of war 
conditions. 

EXPANSION AND CONTRACTION OF EDUCATIONAL ENTERPRISES 

Lack of space forbids the discussion of two elements in the 
economics of education which materially affect our final conclusions. 
Few school people will admit that we have as yet reached the 
boundaries of needful educational activity — the whole question of 
physical education for instance, and the further question of voca- 
tional education. However, we are bound to consider whether or 
not educational activity is unduly expanded in some directions. 
A candid study of the situation would probably disclose the fact 
that our program is wastefully prolonged in years, and the further 
fact that there is an immense amount of wasteful overlapping 
carried on by private enterprises which seek public support, though 
not always through taxation. 
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CAN THE NATION AS A WHOLE CARRY AN ADEQUATE 
EDUCATIONAL PROGRAM? 

Supposing that we were, as a people, to base the support of 
schools on income taxes and release the $500,000,000 or more which 
we now lay upon property, what would be the effect? 

In the first place, the step would do more than anything else 
possibly could to put our municipalities in the way of salvation, 
political as well as economic. 

But, then, could the nation carry the load? For the fiscal year 
ending June 30, 1918, the individual, partnership, and corporation 
income and excess profits taxes collected by the federal government 
amounted to $2,838,999,894. 1 That was before the government 
really began to lay war taxes. 

There is, of course, a limit to income taxation, but it is not at all 
the kind of limit which exists in the case of property taxation. So 
far as the support of education is concerned, we are not likely ever to 
run in danger of exceeding the limit of the amount of the social 
income creditable to education for the reason that enhanced edu- 
cational efficiency, bearing upon the masses of the population, is 
likely always to create income faster than it uses it. 

THE FINANCIAL BASIS OF DEMOCRACY IN EDUCATION 

Democracy is an extremely real ideal in the minds of all of us, 
but it is not invariably in the form of a set of clear-cut notions. 
We shall agree, perhaps, that the principle at the basis of Ameri- 
canism is "Equality of Opportunity." We have never seriously 
promised more than that in the direction of equality, nor could we. 
But we have thought a good deal of the belief that here in America 
every man can at least realize upon his native endowment, make of 
himself whatever there is in him to make. We don't believe that 
our institutions can last except on that basis. And yet for about a 
hundred years the very foundation of equality of opportunity has 
been disappearing. Every student of educational administration 
from the state end knows that within the several states there are 
enormous differences in the quality of local school systems due to 
differences in the wealth of local communities and their consequent 
relative ability to support schools. It is not uncommon to find 
communities within states differing in the proportion of 20 to 1, 
or even more, in this respect. Nor are rural communities always 

J Report of Commissioner of Internal Revenue. 
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poor and city communities always rich. The ability of a munici- 
pality to support schools is measured, not by its gross wealth, but 
by the ratio of its tax basis to the average attendance in its schools. 
Similarly, great inequalities exist among the states. I selected 
the following states at random and computed the ratio of their 
true taxable wealth as found by the census bureau to their average 
attendance as reported by the United States Commissioner of 
Education, with the following results: 

RATIO OF TRUE TAXABLE WEALTH TO AVERAGE ATTENDANCE 



State 


Taxable Wealth 


Average Attendance 


Taxable Wealth 

Divided by 

Average Attendance 


Maine 


$ 1,030,266,547 
5,735,230,115 
21,912,629,507 
5,169,022,582 
7,437,094,834 
12,002,216,720 
1,745,233,696 
2,050,014,767 
2,152,097,565 
8,023,435,581 


114,865 
506,910 
1,288,047 
532,362 
391,132 
167,931 
410,140 
292,864 
308,277 
393,088 


9,057 




11,116 

17,012 

9,709 

19,014 

11,923 

4,256 

7,000 

6,981 

20,411 


New York 


Michigan 


Iowa 




North Carolina 











The figures speak for themselves. With the best possible will 
in the world, a child born in North Carolina has only about a fifth 
as good a chance for an education as a child born in California. 
Or, to put it another way, if North Carolina maintains equally 
good schools with California for the education of citizens of the 
United States, she must tax herself nearly five times as heavily. 
Consequently, if our democracy is anything more sincere than a 
political catchword, the state is bound to equalize school privileges 
within its boundaries, and the United States is similarly bound to 
equalize the burden of making American citizens as between the 
states. 

Several states have doubled and twisted in their efforts to 
equalize school taxes laid on property by other taxes, for the most 
part laid on property. Not only does the state fail, and must always 
fail, to secure in that way an adequate revenue for the support of 
education, but any effective scheme of equalization of that sort 
requires the genius of an army of expert mathematicians, not only 
for devising, but also for operating. 
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If we select an income basis instead of a property basis, the 
inequalities will be still greater. The only possible way out, both 
for adequate support and equality of educational opportunity, is 
for the state to bear the whole current cost of operating schools and 
to derive its revenue for school purposes from incomes, inheritances, 
and similar objects, but chiefly the first ; and further for the federal 
government to devote a large proportion of its own revenue from 
incomes to the equalization of revenues for school purposes as 
between the states. 



